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On July 1, the European Economic Community's (EEC) new system of quotas and tariffs for banana
imports from Latin America took effect, after the European Court of Justice in Luxembourg rejected
an appeal to temporarily postpone the measures. Still, legal battles against the EEC restrictions
continue. The European Court must yet rule on a petition by the German government to roll back
the new quotas, and on June 16, the General Agreement on Tariffs and Trade (GATT) approved
the formation of an "arbitration commission" to determine if the import restrictions violate trade
accords negotiated in the Uruguay Round. "July 1 will be remembered as a black day in relations
between Latin America and the EEC," said Enrique Betancourt, executive director of the Union
of Banana Exporting Countries (Union de Paises Exportadores de Banano, UPEB), after the EEC
quotas formally became law. "Europe's new import restrictions are perverse and illegal. All our
fears over the consequences of the new system will now begin to materialize, representing misery
and hunger for thousands of Latin American workers." The import restrictions originally approved
by the EEC's Council of Agricultural Ministers in December 1992 and scheduled to take effect six
months later are aimed at protecting European banana producers in overseas territories, as well as
exporters in Europe's former colonies and territories in the African, Caribbean, and Pacific (ACP)
regions. Under the new quota system, Latin American producers are now allowed to import up to
two million metric tons of bananas at the preferential tariff rate of 20%, or 100 European Currency
Units (US$123.60) per MT. All imports above the two million limit, however, will be charged 850
ECU (US$1,050.60), or 170%. The restrictions have provoked bitter protests by Latin American
banana producing countries, which estimate their exports to the EEC will drop by about 600,000
MT, since regional banana shipments to Europe totalled about 2.6 million MT in 1992. UPEB's eight
member nations say they will lose a combined US$350 million per year, throwing at least 180,000
banana plantation employees and farmers out of work (see Chronicles 01/28/93, 02/18/93, and
03/04/93). In fact, some of the UPEB nations already report significant losses this year. Ecuador's
Agriculture Minister, Mariano Gonzalez, says that country's income from banana exports dropped
by US$49.9 million in the first quarter of 1993, compared to the same time period in 1992, since the
expected oversupply on the world market caused by the EEC quotas pushed international prices
down. Ecuador, which shipped some 2.5 million MT of bananas overseas last year about 35% of
which went to the EEC is the world's leading banana exporter. Bananas are that country's second
largest foreign exchange earner after oil, representing about US$650 million in income in 1992. The
government estimates at least US$150 million in losses in the first year of the EEC quotas. It predicts
that total land area planted in bananas will drop from the present 130,000 hectares to 80,000 ha.,
throwing 75,000 farmers and farm hands out of work, while indirectly affecting another 375,000
people. As a result, Ecuador and other producer countries are adopting emergency measures to
offset the effects of the quotas. In mid-June, Ecuadoran authorities permitted export companies to
lower the base price paid to producers for each 22 kilogram box of bananas by 9%, from US$4.50
to US$4.10. The government estimates that the drop will immediately represent US$1.2 million
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per week in lost tax revenue for the state, but the measure should make Ecuadoran bananas more
competitive on world markets. "It's not a time for crying, it's time to go out and sell," said Mauricio
Pinto, Ecuador's Industry and Commerce Minister. "The private sector should apply its efforts
to opening new markets. The government can't act as a sales agent, but at least it can help make
bananas more competitive." Costa Rica the world's second largest banana exporter after Ecuador
also announced a series of production and export incentives for its farmers on July 1 to make Costa
Rican bananas more competitive. Although that country's bananas are considered high quality, a
series of domestic factors have contributed to high production costs. The most important measures
include a 12.5% reduction in export taxes on each box of bananas (from US$0.40 to US$0.35); an
80% reduction in import taxes for needed inputs to make cardboard boxes and plastic bags; and
the establishment of a special US$10 million government fund for loans to small- and mediumsized producers on easy credit terms. The government expects these measures will help lower
Costa Rica's base export price from the present US$5.29 per box of bananas to US$4.75. "It's not
just a problem of cutting back on market access to Europe, but rather of a major oversupply on the
international market in which other Latin American nations are better able to compete due to the
lower cost of their fruit compared to ours," said Carlos Murillo, executive director of Costa Rica's
National Chamber of Banana Producers. "The new government measures should help lower our
export costs and improve our competitiveness." Still, the producer nations want to avoid a price
war, and will probably convoke a presidential summit among the members and "observers" of
UPEB in late July or early April to analyze the impact of the EEC quotas on the international market
and coordinate a cooperative plan of action. The UPEB nations include Guatemala, Honduras,
Nicaragua, Costa Rica, Panama, Colombia, Venezuela, and the Dominican Republic. (Ecuador
only maintains "observer status.") Meanwhile, despite the formal implementation of the quota
system, the UPEB nations and some European importers negatively affected by the new laws
will continue to fight the import restrictions through legal channels. In fact, the EEC was only
able to implement the new system after the European Court of Justice rejected a legal appeal by
Germany to temporarily postpone the quotas. In mid-May, the German government together with
six German banana import companies filed formal complaints with the Court, arguing that the
quotas discriminate against them (see Chronicle 06/10/93). Germany imports about 1.5 million MT of
bananas per year about 90% of which comes from Latin America and the government estimates that
the new quota system will raise domestic prices for bananas by between 40% and 70%. As a result,
German import firms say their shipments from Latin America will drop by at least 47%, leading to
massive layoffs at Germany's northern ports. The government and the companies requested that
the Court order the suspension of the quotas until after final rulings on their complaints are issued.
The hearings and other Court deliberations are expected to take from six months to a year. On June
29, the Court rejected the appeal for postponement, paving the way for the quota implementation
on July 1. Nevertheless, case hearings and procedures are now underway, and the Court could
still force the EEC to revoke the import restrictions when the final ruling is handed down. Also, on
June 16 the GATT Council in Geneva approved creation of an arbitration commission to review
the EEC's new banana import laws to determine if they violate trade accords negotiated in the
Uruguay Round. The Council had previously rejected formation of an arbitrating panel in May
requested by the UPEB nations arguing that the quotas first had to go into effect before GATT
could intervene in the dispute. The Commission's preliminary inquiries have already begun, and a
GATT ruling on the issue is expected before year-end. The UPEB nations are pinning their hopes
on a favorable resolution, since a panel of experts appointed by GATT in May did carry out a nonbinding, "preliminary assessment" of some protective EEC tariffs and quotas, which generally
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supported UPEB's arguments. That assessment only reviewed protectionist tariffs in five of the
12 EEC countries Spain, Italy, Portugal, France, and Great Britain which have imposed quotas on
Latin American bananas for years to protect imports from their former colonies and territories
in ACP regions. The preliminary assessment concluded that such protectionist trade restrictions
are "discriminatory" and should be revoked. Although it only referred to those five countries, the
May assessment should strengthen UPEB's position when the arbitration commission reviews the
full EEC-wide quotas that took effect on July 1, since the five countries assessed are the authors
and principal promoters of the new uniform banana quota system adopted by the EEC. (Sources:
Inter Press Service, 06/05/93, 06/07/93, 06/08/93; Agencia Centroamericana de Noticias-Spanish
news service EFE, 06/16/93; Notimex, 05/26/93, 06/03/93, 07/01/93; Agence France-Presse, 05/26/93,
05/31/93, 06/07/93, 06/16/93, 06/18/93, 06/24/93, 06/28/93, 06/29/93, 07/01/93, 07/02/93; Inter-American
Trade Monitor, 07/02/93)
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